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probable market or the nearest instal-
lation of the Department having ade-
quate storage space. In cases of frame
buildings having concrete or similar
permanent-type floors or foundations,
the cost of removal of such floors or
foundations will not be included as an
item of dismantling and/or removal
cost. Instead, it will be treated as an
item in the estimated ‘“‘Cost of Res-
toration other than Cost of Disman-
tling and Removal” (Item 12). In devel-
oping estimates of gross salvage value
and costs of dismantling and/or re-
moval, inquiry should be made of expe-
rienced tradesmen, used material deal-
ers, wrecking contractors, etc., famil-
iar with the local market for the types
of materials and services involving the
current costs of loading, hauling, un-
loading, cleaning, stockpiling and
other economic factors contributing to
the current local market value of simi-
lar materials in useable form.

(6) ““11. Estimated Net Salvage Value
of Government-owned Property: (part
4)”’. This amount is obtained by sub-
tracting the estimated cost of disman-
tling and/or removal (Item 10) from the
estimated gross salvage value (Item 9).

(7) ““12. Cost of Restoration other
than Cost of Dismantling and Removal:
(part 3)”. From information developed
by the joint survey of the property,
§644.447 of this part, it is the responsi-
bility of the real estate officer, or his
representative, to advise the personnel
responsible for preparing the restora-
tion cost estimate of the items which
will require restoration, repair or re-
placement under the terms of the lease.
A brief statement as to the probable
cause of damage, in excess of ordinary
wear and tear, or resulting from other
than circumstances over which the
Government has no control, will be in-
cluded in the supporting data.

(8) ““13. Total Cost of Restoration:
(Item 10 plus Item 12)”’. The estimates
of cost under Items 10 and 12 will be
based on sound estimating practices
generally employed for the type of
work involved. The estimates will be
predicated on performance of the work
by contract and, therefore, consider-
ation will be given to justifiable allow-
ances for contractor’s profits, insur-
ance, employees compensation pay-
ments, and overhead.
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(9) ““14. Net Cost of Restoration:
(Item 9 minus Item 13)”’. In those cases
where the cost of dismantling and/or
removal of Government-owned im-
provements (as defined in Item 10), and
the other costs of restoration (as de-
fined in Item 12), exceed the gross sal-
vage value (as defined in Item 9), the
difference is a minus quantity and con-
stitutes the maximum amount of
money which the Government can pay
the lessor, in addition to transferring
all improvements to him in lieu of res-
toration and paying rent during the es-
timated period of restoration (provided
such improvements are not considered
to have an ‘‘in place’ value). If this is
a plus quantity, it represents the min-
imum amount of cash that the Govern-
ment can accept from the lessor after
transferring to him all items of prop-
erty or equipment shown in the report,
less the allowance for rental during the
estimated period of restoration.

(10) ““15. Approximate Time Required
for Actual Salvaging and Restoration
Operations”. So long as the owner is
deprived of use of his property he is en-
titled to rental stipulated in the lease.
A fair allowance will be made in a set-
tlement with the lessor to cover a rea-
sonable time required to fit the prem-
ises for use. If all improvements are to
be left in place, it may well be that no
allowance for rental will be required by
the lessor for time required for sal-
vaging.

§644.454 Negotiating restoration set-
tlements.

Negotiated settlements in lieu of per-
formance of actual restoration work by
the Government are ordinarily favored
because they most satisfactorily
achieve the objectives of fulfilling the
Government’s obligations under the
lease in the most efficient and eco-
nomical manner, recouping the great-
est amount of the Government’s in-
vestment in improvements to leased
property and maintaining good public
relations in the acquisition and dis-
posal of leaseholds. However, because
of variable circumstances, this prin-
ciple cannot be stated as an inflexible
rule applicable to every case. It is the
responsibility of the DE to carefully
consider all possible approaches within
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the scope of this chapter and select the
best course of procedure in each case.

(a) Financial limitations which preclude
actual restoration. In view of the limita-
tions of the Government’s restoration
obligations to amounts not in excess of
the fee value of the leased property, or
the difference in values of the leased
property with and without restoration,
actual performance of restoration work
is precluded where these amounts
would be exceeded, and a settlement in
lieu of restoration is in order in
amounts not to exceed the limitations
indicated.

(b) Settliement where property enhanced
in value by improvements. Where the
leased property has been enhanced in
value by the Government’s improve-
ments, no restoration should be per-
formed nor payment by the Govern-
ment made in lieu thereof. Instead, ef-
fort should first be made to obtain
from the lessor a cash payment to the
Government equal to the in place value
of the improvements, together with a
full release of the Government from
any restoration obligations. If the les-
sor is not willing to pay the in place
value, but will offer a lesser amount in
excess of the estimated net salvage
value, settlement may be reached on
that basis. If the lessor will not agree
to make payment of any amount, or
will offer only an amount which is less
than the net salvage value of the im-
provements, consideration should be
given to selling the improvements for
removal and accomplishing any re-
maining restoration by payment in lieu
thereof or by actual performance of the
work. If it becomes necessary or advis-
able to arrange for separate sale of any
or all of the improvements, the sale
should be accomplished in accordance
with §§644.540 through 644.557. The
terms of sale in such case will require
the removal of the improvements on or
before the expiration or termination of
the lease and contains any other spe-
cial requirements applicable to the
particular case, including site restora-
tion. Bids received should be compared
with the highest price offered by the
lessor, due consideration being given to
the cost of restoration, if any, which
would remain after removal of the im-
provements. It must always be borne in
mind that the disposition of public
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property to private parties must be at
prices which can be shown to be in the
best interests of the Government.

(¢c) Reaching agreement on estimates of
cost. The terminal survey and condition
reports specify the items to be restored
and the lessor’s estimate of cost. Those
items reflected on the ENG Form 1440-
R (part 3) afford comparison between
the lessor’s and the Government’s esti-
mates. Where there is a variance in the
estimates and the lessor’s total esti-
mate is lower, effort will be made to
settle on the basis of his estimate. If
the lessor’s overall estimate is higher
than the Government’s, effort will be
made to reach agreement on accept-
ance of the Government’s total esti-
mate. If the lessor’s estimate is sub-
stantially higher on specific items, it
may be desirable to disclose the basis
on which the Government’s estimate is
predicated in order to demonstrate its
reasonableness. The Government’s esti-
mate of cost for items of restoration
may be made available to the lessor
upon request. When the lessor requests
items of work not shown on the Gov-
ernment’s estimate, careful consider-
ation will be given to his request, fur-
ther inspection of the premises made,
when necessary, and a determination
made as to whether the Government is
obligated under the lease to perform
the work. If no liability is determined
to exist, the lessor will be fully in-
formed as to the reasons for noninclu-
sion in the estimate. If liability is de-
termined to exist, the estimate will be
adjusted accordingly. In any case
where the existence or extent of the
legal obligation of the Government to
restore is questionable, the DE will
submit the facts, in writing, to DAEN-
REM together with his recommenda-
tion. No lease restoration settlement
will be allowed to become involved in
litigation or formal claims procedure
without the matter having been sub-
mitted to DAEN-REM for review. When
a satisfactory cash settlement by the
Government cannot be negotiated, the
DE is authorized to perform the actual
restoration work.

§644.455 Claims for loss or damage of
personal property.

In some cases, owners have been al-
lowed to store personal property,
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